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May 26,2958 ct 01 1998 
oe CONCORD, NH, 


Harold K. Davison, Chairman o- 
‘Public Utilities Commission — . 
State House Annex : 

Concord, New Hampshire 


Re: D- 3679 = White Mountain Porer Company 
Dear Sirs | . 


i Pursuent to the reqest of the Chairman we have considered — . 
the matters raised by the atove-designoted Petition, ani in connection oe 
thorewith have examined the Commission's files and staff memoranda, As 
well as the reports of the Comission bonring upon it. We understand 
the issue presented by the Potition 4s whether the Compeny 4s entitled. 
to earn a return uron $230,000 invested in its electric facilities in pe. 
the circumstances set forth. : | eae 


Uron a study of the relevant legal principles we discover 
no basis for the exclusion the rate base of the property represented 
by this investment 







— As wo understand the facts of the case, prior to 1950 the | 
Company issued short tearm notes in the 4ndiosted sum, $230,000, and with | 
the proceeds bought property which becsme and 4s used and useful in 
" perdering its utility service. In July 1950, the New Hampshire Electric 
Cooperative, Inc., became the sole omer of the stock and outstanding 
bonds of the Company; and thereafter, in August of the sams year, made 
, @ contribution of the eum under consideration for the purpose of paying 
off the short term notes. is 


a 


This procedure was approved by the Caunission in a 
proceeding reported at 32 N. H. Public Service Comission Reports 292; = oe ae 
and in the Order rendered in that proceeding under dato of May 24,1950, k 
4t was directed that the contribution of the Cooperative should be a ee 
treated on the Company's books as “Contributed Surplus". tag Pee the Se 
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Ms, Harold K. Davison oe May 26, 1958 


The Petitioner rocites that in rate schedules filed in 
1952 and in 1954 the property represented by the $230,000 expenditure 
was taken into consideration, but it notes that at the remqest of the 
Commission such property was omitted in a filing of May 1956 (IR 10417) 
"in order to facilitate action won the Company's Petition as to « « « 
rates". In eacquiescing in this procedure the Company reserved its 
rights to have the matter reconsidered at a later date; and the prosent 
Petition is directed to that purpose. 


~ Jt 4s the general rule that all of the property usofully 
employed by a utility in carrying out its utility function is to be 
deemed a paxt of its rate bsse and hence the source of a return to its 
omers, wnless for some reason resting upon equitable principles the 
regulatory body may properly exolude it. One authority states the 
doctrine as follows: | 


"Undoubtedly the goneral rule is that the value 
of property owed by the utility and devoted to publis 
-- Use mint be recognized in the rate base, but as rate 
making is en equitable process this rule is subject 
to modification or qualification sccording to the 
cirewmstances of each case.» »« [T]he wolght of 
'  guthority and reason points to the conclusion that 
property donated by individuzl consumers to facilitate 
' the performince of utility service, or property 
donated by the casrmunity to the same end, camot be > 
4{ncluded in a valuation as a basis for increasing 
the rates which mey be charged for the service. « o” 
1 Whitton-Wilcox, Valuation of Public Service 


Corporations, 8. 400. 


The reported cases in other jurisdictions, as well as the accepted 
practice here,show an apparently universal exclusion of the contribue 
tions made by custosers. In like mamer, contritutions made by 
municipalities are generally, although not universally, 500, Gofeo, 
Public Utilities Comrission (Maine) ve. Portlond Water District, 

76 FUR (NG) 135, deamed not a proper basis for earning by the utility 
which is the beneficiary of the contritution. We find no case, howover, 
wherein property contributed by the utility's owners has been denied a 
return, the test of used and useful in the public service having been 
met. It 4s believed that the corporate nature of the partics to the. 
transactions leading to the present situation will not be allowed to 
obscure the bazic relations involved... The case will be decided by the 
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principles of law prevailing in Now Hampshire and here 


"(t]he stockholdors are the corporation", (emphasis | 
added) Dot Ve Northern Railroad, 67 3. He 1, 4 


Thore is, thus, in our law a complete proprictary identity between the 
Company aml the Cooporntive, 


The conclusion sot forth at the beginning of this lettor . 
is based upon the foregoing considerations. It may be that there are 
grounds tmknown to us which suggest to the Comission that, nonotheless, 
justice and equity would exclude the property from the Company's 
base. If the Caasission will advise us, we shall endeavor to discover 
presser upon the subject for your guidances 


Warren E. Waters. 





